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CalPERS Real Estate | Diversity

CalPERS Philosophy on Diversity
• Diversity is a competitive advantage
• This competitive advantage can only be achieved by having the 

broadest possible investment talent, experiences and perspectives
• CalPERS is committed to ensuring that equal, non-discriminatory 

access is provided to a broad and diverse universe of investment and 
business partners



CalPERS Real Estate | Diversity

Diversity Activity for 2007/2008 Fiscal Year
• CalPERS Real Estate allocated $3.4B to twelve external investment partners of 

diverse ownership; of that amount, the CURE program totaled $1.5B of the total 
commitments 

• The net asset value of the real estate under management by partnerships of 
diverse ownerships is $1.3B, nearly a 22 percent increase over the prior year 

• The real estate unit (REU) has awarded 67 percent of the total contract dollars to 
external real estate consultants firms of diverse ownership

• REU filled 14 positions, of which eight staff members are ethnically diverse and five 
staff members are women

– This represents a combined 58 percent increase in diversity over the prior year



As of 9/30/08
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Assets Actual($) Actual(%) Target ($) Target (%) Range
Cash 4.6 2.1% 0.0 0.0%
Global Fixed Income 50.7 23.3% 48.9 22.5% 14% – 24%
Global Equities 121.6 49.4% 142.3 56.0% 54% – 58%
Private Equity 26.1 12.0% 20.6 9.5% 7% – 13%
Inflation Linked 4.1 1.9% 4.3 2.0% 0% – 5%
Real Estate 24.5 11.3% 21.7 10.0% 7% – 13%
Total CalPERS Assets $217.2 100.0%

CalPERS Investments | Total Fund Allocation
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CalPERS Investments | Real Estate

• Strategic Objective
– Achieve the highest risk-adjusted total rate of return. The objective shall take into 

consideration prudent levels of risk, the liabilities of CalPERS, and the investment 
guidelines

• CalPERS invests in all property types through Separate Accounts, Commingled 
Funds and REITs
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Real Estate Portfolio | Strategy

• The Real Estate Portfolio is divided into two segments; the Core and Non-Core 
Portfolio, based on risk and return characteristics. In the future, the portfolio 
structure, as outlined in the Strategic Plan, will be divided into 3 Strategic classes: 
Core, Value Added, and Opportunistic

• Current portfolio makeup:



DEMI | Domestic Emerging Market Investments
• Domestic Emerging Markets Investments (DEMI):

– Located within an existing urbanized community
– Areas comprised of existing residential, industrial, commercial and/or public facilities 
– Areas served by existing municipal infrastructure and/or public transit services
– California projects must have a minimum population of 100,000 in the developed areas 

contiguous to the project site
– National markets are limited to major urban metropolitan areas (minimum population 

of 500,000)
• The DEMI strategy is contained within our Urban investment program
• The Urban investment program is comprised of the California Urban Real Estate 

(CURE) and Urban Opportunistic programs. Total equity commitment is $6.15B
• The total net asset value of the Urban program is $3.28B

– CURE ($2.94B)
– Urban Opportunistic ($342M)



DEMI | Domestic Emerging Market Investments
• Urban investing…

– Acknowledges the ability to mitigate risk with government guarantees or subsidies
– Is considered a portfolio diversifier and profit generator
– Meets a market need and provides ancillary benefits consistent with CalPERS policy goals
– Generally falls into the value-add and opportunistic risk categories

• CURE investments include, but are not limited to:
– Low to moderate-income housing
– Multifamily housing
– Commercial or residential or both
– Urban infill/Smart growth
– Community redevelopment
– Rehabilitation of core properties

• Expected returns associated with urban investing are commensurate with level of risk.
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Urban Program | Investments by Property Type
Urban Program - 18 investment partnerships and 23 investment vehicles; 

domestic US investments; total gross asset value is $9.62B

GAV by Property Type
CURE
$8.63B

GAV by Property Type
URBAN OPPORTUNISTIC

$989M
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Urban Program | Current Investments by State
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CA Non-CA Total

Housing:
Multifamily Affordable Housing Units (<60% AMI) 1,126 510 1,636
Ownership and Rental Moderate Income 
Workforce Housing Units (61%-160% AMI)

5,920 4,698 10,618

All Income Restricted Multifamily (three or more bedroom units) 128 285 413

Economic Development:
Estimated Number of Construction Related Jobs 10,844 2,499 13,343
Estimated Number of Long Term Jobs 2,995 871 3,866

Investments in Community Redevelopment Areas and Empowerment Zones:
Number of Projects 188 23 211
Total CalPERS Investment 1,733,120,504 762,982,020 2,536,102,524
Total Project Cost 5,609,550,556 3,336,457,805 8,946,008,361

Since Inception and as of 12/31/07

Urban Program | Ancillary Benefits



CalPERS Real Estate | Emerging Manager Program
• CalPERS Real Estate Unit’s current Emerging Manager program is a 

$100M commitment to the American Value Partners “Fund of Funds” (AVP)
• AVP is a commingled fund within our Urban Opportunistic program
• AVP was established to create a diversified, multi-manager investment 

portfolio by investing in discretionary real estate funds and non-discretionary 
joint venture real estate platforms.

• The underlying investments will be sponsored by small to mid-size real 
estate investment companies that focus on value-added and opportunistic 
investments located in the United States

• AVP has committed $390 million of equity to ten emerging managers



CalPERS Real Estate | Investment Process
• Receive investment proposal or private placement memorandum
• Meet with prospective manager
• Real Estate staff produce an analysis of investment proposal
• Proposal is presented to Real Estate’s internal Investment Review Committee and 

Board Consultant. Senior Investment Officer decides to decline or pursue additional 
due diligence

• If decision is to pursue, then Independent Fiduciary conducts analysis and provides 
recommendation to Investment Review Committee and Board Consultant

• If proposal is recommended for approval, legal consultant and Insurance Risk 
Manager are engaged for documentation

• Terms and conditions of Limited Partnership agreement are negotiated
• Approval and sign off by Portfolio Manager and Senior Investment Officer



CalPERS Real Estate | Next Steps

• External consultant has been hired to assist staff on how best for the Real 
Estate Unit to continue to implement the CalPERS philosophy on Diversity

• Consultant will research existing external Emerging Manager programs, 
review a range of investment structures and report to staff on their findings 



Emerging Manager Program | Contact Information
Laurie Weir
Portfolio Manager
(916) 795-0894 (o)
(916) 795-3965 (f)
laurie_weir@calpers.ca.gov

CalPERS 
Investment - Global Real Estate Unit
Lincoln Plaza East
400 Q Street, Room E4800
Sacramento, CA 95812

Diego Carrillo
Investment Officer
(916) 795-9236 (o)
(916) 795-3965 (f)
diego_carrillo@calpers.ca.gov



Real Estate and Domestic 
Emerging Markets

Laura Caravello
CalSTRS-Investments/Real Estate
Portfolio Oversight Manager, IO III



BOARD

STAFF

Independent Fiduciary Investment Managers / Partners

(Implementation of Strategy)

(Policy  /  Strategy  /  Oversight)

Staff Consultant

CalSTRS Real Estate Organizational Structure



Portfolio Oversight

Susan Daniel
Executive Secretary

Investment Officer III
(2)

Investment Officer I
(3)

Valerie McMasters
Office Technician

Bryan
Bailey

Portfolio Mgr.

Tim
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Portfolio Mgr.

Mike 
Thompson

Portfolio Mgr.

Hank 
Thomas

Portfolio Mgr.

Greg
Nyland

Portfolio Mgr.

Laura Caravello
IO III

Investment Officer II
(3)

Mike DiRe
Director

Portfolio Management

CalSTRS Real Estate Staff
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The Four Primary Property Types
Office Apartment

Industrial Retail



Real Estate Portfolio Allocation
• Core 

– Well diversified
– Traditional Property Types
– Stabilized
– Current Value - $7.6 billion, 37%

• Tactical
– Higher levels of expected risk and returns
– “Non-traditional” or “niche” opportunities
– International investments
– Current Value - $12.7 billion, 63%



Real Estate Portfolio Allocation
• Public

– Enhance performance of portfolio
– Provide liquidity
– Contribute to portfolio’s diversification
– Current Value - $23 million, 0%



Real Estate Investment Structures
• Separate Accounts
• Joint Ventures
• Commingled Funds
• Public Securities



Separate Accounts
• Objective

– Stable Income and Market Level Returns
– Well diversified
– 100% owned by CalSTRS

• Current Portfolio
– 50 properties
– $4.1 billion value
– 20% of Real Estate Portfolio



Joint Ventures
• 30 Joint Venture Partners 

– CalSTRS typically 85%+ equity partner
• Investment strategies

– Development
– Re-development
– Lease-up
– Operating

• Current Net Asset Value
– $5.6 billion, 27% of Real Estate Portfolio



Commingled Funds
• Investment strategies

– International
– Land
– Specialty
– Opportunistic
– Urban/Emerging Manager

• 56 Fund Managers 
• Current Net Asset Value

– $10.4 billion, 50% of Real Estate Portfolio



Public Securities
• Policy authorizes investments in foreign and domestic 

public securities
• CalSTRS has not implemented a public security 

program



Conclusion
• Primary focus - Staff and partners are fiduciaries 

to CalSTRS
• All investments are made through a thoughtful and 

prudent process
• Due diligence goal is to select “Best in Class”
• Focus is on the relationship 

– Longevity and performance of the team



Thank you.
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